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KNYSNA ECONOMIC DEVELOPMENT AGENCY 

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 
GENERAL INFORMATION 

NATURE OF BUSINESS 

KNYSNA ECONOMIC DEVELOPMENT AGENCY is a municipal entity with the aim to stimulate economic growth in Knysnaage 1 

COUNTRY OF ORIGIN AND LEGAL FORM 

South African State Owned Company incorporated in terms of the Companies Act (Act 7 1 of 2008) 

COMPANY REGISTRATION NUMBER 

2009/013144/07 

REGISTERED NAME 

AMARAKA INVESTMENTS NO 64 SOC LTD 

The change from (Pty) to SOC was due to the new designation of State Owned Company in the Companies Ac 

SHAREHOLDER 

Knysna Municipality 

CHIEF EXECUTIVE OFFICER 

The entity has not appointed a Chief Executive Officer. The coordinator driver Ms T Goslett is the acting as Chief Executive Officer. 


REGISTERED OFFICE 

Woodmill Lane Leisure Shopping Centre 

Shop 8 

Main Street 

Knysna 

6570 

AUDITORS 

Office of the Auditor General (Western Cape) 

PRINCIPLE BANKERS 

ABSA Bank, Knysna 

RELEVANT LEGISLATION 

Municipal Finance Management Act (Act no 56 of 2003) 

The Income Tax Act 

Value Added Tax Act 

Municipal Systems Act (Act no 32 of 2000) 

Skills Development Levies Act (Act no 9 of 1999) 
Employment Equity Act (Act no 55 of 1998) 
Unemployment Insurance Act (Act no 30 of 1966) 

Basic Conditions of Employment Act (Act no 75 of 1997) 
Supply Chain Management Regulations, 2005 
Companies Act (Act no 71 of 2008) 
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KNYSNA ECONOMIC DEVELOPMENT AGENCY 


DIRECTORS' RESPONSIBILITIES AND APPROVAL 


The directors are required by the Companies Act of South Africa, 2008 as amended, to maintain adequate 
accounting records and are responsible for the content and integrity of the annual financial statements and 
related financial information included in this report. It is their responsibility to ensure that the annual financial 
statements fairly present the state of affairs of the company as at the end of the financial year and the results of 
its operations and cash flows for the period then ended, in conformity with Generally Recognised Accounting 
Practice (GRAP). The external auditors are engaged to express an independent opinion on the annual financial 

The annual financial statements are prepared in accordance with Generally Recognised Accounting Practice 
(GRAP) and the Companies Act of South Africa, 2008 as amended, and are based upon appropriate accounting 
policies consistently applied and supported by reasonable and prudent judgments and estimates. 

The directors acknowledge that they are ultimately responsible for the system of internal financial control 
established by the company and place considerable importance on maintaining a strong control environment. To 
enable the directors to meet these responsibilities, the board sets standards for internal control aimed at reducing 
the risk of error or loss in a cost effective manner. The standards include the proper delegation of responsibilities 
within a clearly defined framework, effective accounting procedures and adequate segregation of duties to ensure 
an acceptable level of risk. These controls are monitored throughout the company and all employees are required 
to maintain the highest ethical standards in ensuring the company’s business is conducted in a manner that in all 
reasonable circumstances is above reproach. The focus of risk management in the company is on identifying, 
assessing, managing and monitoring all known forms of risk across the company. While operating risk cannot be 
fully eliminated, the company endeavours to minimise it by ensuring that appropriate infrastructure, controls, 
systems and ethical behaviour are applied and managed within predetermined procedures and constraints. 


The directors are of the opinion, based on the information and explanations given by management, that the 
system of internal control provides reasonable assurance that the financial records may be relied on for the 
preparation of the annual financial statements. However, any system of internal financial control can provide only 
reasonable, and not absolute, assurance against material misstatement or loss. 

The directors have reviewed the company’s cash flow forecast for the year to 30 June 2013 and, in the light of this 
review and the current financial position, they are satisfied that the company has or has access to adequate 
resources to continue in operational existence for the foreseeable future. 

The external auditors are responsible for independently providing reasonable assurance by reviewing and 
reporting on the company's annual financial statements. 

The annual financial statements set out on pages 3 to 42, which have been prepared on the going concern basis, 
were approved by the board on 31 August 2012 and were signed on its behalf by: 

In terms of Knysna Municipality, Council resolution 8.111.39/09/12, 22 June 2012, the municipal manager signs all 
relevant documents as the stakeholders representative. 



Municipal Manager 
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KNYSNA ECONOMIC DEVELOPMENT AGENCY 

ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 2012 

DIRECTORS’ REPORT 

The directors submit their report for the year ended 30 June 2012. 

1 Main business and operations 

The main objectives of the Entity are to stimulate economic growth in the Knysna area through promotion of entrepreneurial activity, leveraging of business 
development support and facilitation of investment into strategic economic sectors and spatial nodes. 

2 Going concern 

The annual financial statements have been prepared on the basis of accounting policies applicable to discontinued operations. This basis presumes that funds 
will be available to finance future operations and that the realisation of assets and settlement of liabilities, contingent obligations and commitments will occur in 
the ordinary course of business. The entity is dependant on funding by its parent for future operations 

3 Post balance sheet events 

None 

4 Dividends 

No dividends were declared or paid to shareholder during the year, 

5 Directors 

The directors of the company during the year and to the date of this report are as follows: 


Name 

Nationality 

Appointment date Resignation date 

DJ Block 

RSA 

31/03/2010 

M R Moos 

RSA 

31/03/2010 

B B B Mdlalo 

RSA 



6 Holding entity 

The company's holding entity is Knysna Municipality, that owns 100% of the issued shares 

7 Auditors 

Office of the Auditor General (Western Cape) will continue in office in accordance with the MFMA. 

8 Current Activities 

The company started winding down procedures 

9 Future activities and prospects 

The company is planning to wind up the entity in terms of the companies act 
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KNYSNA ECONOMIC DEVELOPMENT AGENCY 


STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2012 



Notes 

2012 

2011 

(Discontinued operations) 


R 

(Actual) 

R 

(Restated) 

NET ASSETS AND LIABILITIES 

Net Assets 


503 868 

474 617 

Share Capital 

2 

1 000 

1 000 

Contributions From Owner 

3 

2 270 738 

1 731 427 

Accumulated Surplus/(Deficit) 


(1 767 870) 

(1 257 810) 

Current Liabilities 


1 690 651 

2 360 252 


Payables from exchange transactions 

4 

- 

17 948 

Unspent Conditional Government Grants and Receipts 

5 

1 673 456 

2019 109 

Taxes 

6 

- 

304 974 

Operating Lease Liability 

9 

17 195 

18 221 

Total Net Assets and Liabilities 


2 194 519 

2 834 869 

ASSETS 




Non-Current Assets 


52 176 

61 862 

Property, Plant and Equipment 

7 

52 176 

61 862 

Current Assets 


2 142 342 

2 773 007 

Receivables from non-exchange transactions 

8 

210 198 

553 197 

Taxes 

6 

4212 

- 

Cash and Cash Equivalents 

10 

1 927 932 

2219811 

Total Assets 


2 194 519 

2 834 869 
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KNYSNA ECONOMIC DEVELOPMENT AGENCY 
STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2012 




2012 

2011 

Correction 

2011 

(Discontinued operations) 

Notes 

(Actual) 

(Restated) 

of error 

(Previously reported) 



R 

R 

R 

R 

REVENUE 






Revenue from Non-exchange Transactions 


345 653 

186 027 

174 

185 853 

Transfer Revenue 


345 653 

186 027 

174 

185 853 

Government Grants and Subsidies - Capital 

11 

. 

. 

. 

. 

Government Grants and Subsidies - Operating 

11 

345 653 

186 027 

174 

185 853 

Revenue from Exchange Transactions 


52 205 

- 

- 

- 

Interest Earned - external investments 

I 

52 205 

- 

- 


Total Revenue 


397 858 

186 027 

174 

185 853 

EXPENDITURE 






Employee related costs 

12 

316 123 

390 873 

. 

390 873 

Remuneration of Directors 

13 

- 

44 000 

- 

44 000 

Depreciation and Amortisation 

14 

9 685 

4 723 

- 

4 723 

General Expenses 

15 

582 110 

798 185 

4 342 

793 843 

Total Expenditure 


907 918 

1 237 781 

4 342 

1 233 439 

Net profit / (loss) before taxation 


(510 061) 

(1 051 753) 

(4 168) 

(1 047 586) 

Taxes 

16 

- 

- 

- 

- 

NET SURPLUS/(DEFICIT) FOR THE YEAR 


(510 061) 

(1 051 753) 

(4 168) 

(1 047 586) 
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Knysna Economic Development Agency 


AFS 2011 / 2012 (Unaudited) 


KNYSNA ECONOMIC DEVELOPMENT AGENCY 
STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2012 



Share 

Contribution 

Accumulated 

Total 


Capital 

from 

Surplus/ 




owners 

(Deficit) 



R 

R 

R 

R 

Balance at 1 JULY 2010 

1000 

217 043 

(206 056) 

11 987 

Change in accounting policy 

- 


- 

- 

Correction of error 


- 

- 

- 

Restated Balance at 1 JULY 2010 

1000 

217 043 

(206 056) 

11 987 

Contribution from owners 

- 

1 514 384 

- 

- 

Correction of error 

- 

- 

(4 168) 

- 

Net Deficit for the year as previously shown 

- 

- 

(1 047 586) 

{1 047 586) 

Restated Balance at 30 JUNE 2011 

1000 

1 731 427 

(1 257 810) 

(1 035 599) 

Contribution from owners 

. 

539 311 

- 

- 

Net Deficit for the year 

- 

- 

(510 061) 

(510 061) 

Balance at 30 JUNE 2012 

1000 

2 270 738 

(1 767 870) 

(1 545 659) 
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WC048 Municipal Entity of Knysna Municipality 
Knysna Economic Development Agency 


AFS 2011 / 2012 (Unaudited) 


KNYSNA ECONOMIC DEVELOPMENT AGENCY 
CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2012 


CASH FLOW FROM OPERATING ACTIVITIES 

Receipts 

Government 

Interest 

Payments 

Suppliers and employees 

Cash generated by operations 

CASH FLOW FROM INVESTING ACTIVITIES 

Purchase of Property, Plant and Equipment 

Net Cash from Investing Activities 
CASH FLOW FROM FINANCING ACTIVITIES 

Owners contribution 

Net Cash from Financing Activities 

NET INCREASE IN CASH AND CASH 
EQUIVALENTS 

Cash and Cash Equivalents at the beginning of the year 
Cash and Cash Equivalents at the end of the year 

NET INCREASE IN CASH AND CASH 
EQUIVALENTS 


30 JUNE 2012 30 JUNE 2011 


Notes 

R 

R 


52 205 

2 205 136 


(882 368 ) 

(1 471 066 ) 

18 

(831 189 ) 

734 070 

7 

. 

(28 643 ) 


- 

(28 643) 


539 311 

1 514 384 


539 311 

1 514 384 


(291 878) 

2 219 811 

19 

2219 811 

1 927 932 

2219811 


(291 878) 

2 219 811 
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AFS 2011 / 2012 (Unaudited) 


KNYSNA ECONOMIC DEVELOPMENT AGENCY 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 


1. ACCOUNTING PRINCIPLES AND POLICIES APPLIED IN THE FINANCIAL STATEMENTS 

1.1. BASIS OF PREPARATION 

The annual financial statements have been prepared on an accrual basis of accounting and 
are in accordance with historical cost convention unless specified otherwise. 

The ann ual fina ncial statements ha ve bee n prepared in accordance with the Mu nicipal 
Finance Mana gement Act ( MFMA) and effective stan dards of Generally Recognised 
Accounting Pra ctices (G RAP), in eluding an y inte rpretations and dire ctives iss ued by the 
Accounting Standards Board (ASB) in accordance w ith S ection 12 2(3) of the Mu nicipal 
Finance Management Act, (Act No 56 of 2003). 

Accounting policies for material transactions, events or conditions not covered by the GRAP 
reporting f ramework, ha ve been develo ped in accordance IFRS as r equired b y the 
Companies Act. 

The C ompany re solved t o e arly adopt the following GRAP s tandards w hich have been 
issued but are not effective yet. 


Standard 

Description 

Effective Date 

GRAP 1 (Revised -Mar 201 2) 

Presentation of Financial Statements 

1 April 2013 

GRAP 3 (Revised - Mar 201 2) 

Accounting Policies, Changes in 
Accounting Estimates and Errors 

1 April 2013 

GRAP 9 (Revised - Mar 2012) 

Revenue from Exchange Transactions 

1 April 2013 

GRAP 12 (Revised -Mar 2012) 

Inventories 

1 April 2013 

GRAP 13 (Revised -Mar 2012) 

Leases 

1 April 2013 

GRAP 16 (Revised -Mar 2012) 

Investment Property 

1 April 2013 

GRAP 1 7 (Revised - Mar 2012) 

Property, Plant and Equipment 

1 April 2013 

GRAP 21 (Original - Mar 2009) 

Impairment of non-cash-generating 
assets 

1 April 2012 

GRAP 23 (Original - Feb 2008) 

Revenue from Non-Exchange 

Transactions 

1 April 2012 

GRAP 25 (Original - Nov 2009) 

Employee Benefits 

1 April 2013 

GRAP 26 (Original - Mar 2009) 

Impairment of cash-generating assets 

1 April 2012 

GRAP 27 (Revised - Mar 2012) 

Agriculture 

1 April 2013 

GRAP 31 (Revised - Mar 2012) 

Intangible Assets 

1 April 2013 

GRAP 104 (Original - Oct 2009) 

Financial Instruments 

1 April 2012 

IGRAP 16 (Issued -Mar 2012) 

Intangible Assets - Website Costs 

1 April 2013 
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Knysna Economic Development Agency 


KNYSNA ECONOMIC DEVELOPMENT AGENCY 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 


The Compa ny ha s adopted the folio wing IFRS s tandards w here th ere are no GRAP 
standards. 


Standard 

Description 

Effective Date 

GRAP 1 (Revised -Mar 201 2) 

Presentation of Financial Statements 

1 April 2013 

GRAP 3 (Revised - Mar 201 2) 

Accounting Policies, Changes in 
Accounting Estimates and Errors 

1 April 2013 

GRAP 9 (Revised - Mar 2012) 

Revenue from Exchange Transactions 

1 April 2013 

GRAP 12 (Revised -Mar 2012) 

Inventories 

1 April 2013 

GRAP 13 (Revised -Mar 2012) 

Leases 

1 April 2013 


A s ummary of the significant acc ounting po llcles, which ha ve been co nsistently app lied 
except where an exemption or transitional provision has been granted, are disclosed below. 

Assets, llablllt les, revenue and expenses have not been of fset except when offs etting Is 
permitted or required by a Standard of GRAP or IFRS. 

The accounting policies applied are consistent with those used to present the previous year’s 
financial sta tements, un less explicitly stated. The details of any changes In accou nting 
policies are explained In the relevant notes to the Financial Statements. 

1.2. PRESENTATION CURRENCY 

Amounts re fleeted In th e fina nclal s tatements are In S outh African Rand an d at actual 
values. Financial va lues a re roun ded to th e ne arest one R and. No fore Ign exchange 
transactions are Included In the statements. 

1.3. GOING CONCERN ASSUMPTION 

These a nnual financial sta tements h ave be en pre pared o n a dIscon tinued o peratlons 
assumption. 

1.4. COMPARATIVE INFORMATION 

When the p resentatlon or classifica tion o f Items In the a nnual fIna nclal st atements Is 
amended, prior period comparative amounts are restated, unless a standard of GRAP does 
not re quire the res tatements of compa rative In formation. The nature and reason fo r th e 
reclassification Is disclosed. W here material accounting errors have been Identified In the 
current year, the correction Is made retrospectively as far as Is practicable, and the prior year 
comparatives are restated accordingly. Where there has been a change In accounting policy 
In the current year, the adjustment Is made retrospectively as far as Is p racticable, and the 
prior year comparatives are restated accordingly. 

1.5. MATERIALITY 

Material omissions or m Isstatements of Items a re m aterlal If t hey c ould, I ndividually o r 
collectively. In fluence th e de cislon or as sessments of users made on the basis of the 
financial stateme nts. M aterlallty d epends on the na ture o r size of the om Isslon or 
misstatements judged In th e s urrounding c Ircumstances. T he n ature ors Izeo fth e 
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Knysna Economic Development Agency 


KNYSNA ECONOMIC DEVELOPMENT AGENCY 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 


information item, or a comb ination of both, could be t he determining factor. Materiality is 
determined as 1% of total expenditure. 

1.6. PRESENTATION OF BUDGET INFORMATION 

As noted, G RAP 24 is not e ffective yet, ho wever b udget information required in ter ms of 
GRAP 1 (Revised - March 2012) paragraph 11 to 14 have been disclosed in the financial 
statements. The presentation of bu dget information was prepared in accordance with the 
best practice guidelines issued by National Treasury. 

1.7. STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT 
NOT YET EFFECTIVE 

The following GRAP standards have been issued but are not yet effective and have not been 
early adopted by the Company: 


Standard 

Description 

Effective Date 

GRAP 6 

(Revised - Nov 2010 

Consolidated and Separate Financial 

Statements 

The objective of this Standard is to p rescribe the 
circumstances in which con solidated a nd 

separate financial state ments are to be prepared 
and th e infer mation to be includ ed in those 
financial statem ents so that the consolidated 
financial s tatements r efiect th e financial 
performance, financial position and cash flows of 
an economic entity as a single entity. 

No sig nificant imp act is exp ected as the 
Company does not have any entities at this stage 
to be consolidated. 

Unknown 

GRAP 7 

(Revised - Mar 2012) 

Investments in Associate 

This Stand ard p rescribes th e accou nting 
treatment for investments in joint ventures where 
the in vestment in the a ssociate lead s to the 
holding of an ownership interest in th e form of a 
shareholding or other form of interest in the net 
assets. 

No sig nificant imp act is exp ected as the 
Company do es no t p articipate in s uch b usiness 
transactions. 

1 April 2013 

GRAP 8 

(Revised - Nov 2010) 

Interest in Joint Ventures 

The objective of this Standard is to p rescribe the 
accounting treatment of join tly c ontrolled 

operations, jo intly co ntrolled a ssets and jointly 
controlled e ntities an d to provide a Iternatives fo r 
the recognition of inter ests in jointly controlled 
entities. 

No sig nificant imp act is exp ected as the 
Company is not involved in any joint ventures. 

Unknown 
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KNYSNA ECONOMIC DEVELOPMENT AGENCY 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 


Standard 

Description 

Effective Date 

GRAP 18 

(Original - Feb 2011) 

Segment Reporting 

The objective of this Standard is to establish 
principles for reporting financial information by 
segments. 

Information to a large extent is already included in 
the appendices to the annual financial statements 
which do not form part of the audite d fin ancial 
statements. 

Unknown 

GRAP 24 

(Original - Nov 2007) 

Presentation of Budget Information in 
Financial Statements 

This St andard req uires a comparison of bu dget 
mounts and the actu al am ounts ar ising from 
execution o f the budget to b e in eluded in the 
financial statements of e ntities that are required 
to, or elect to, make publicly available th eir 
approved budget(s) and forw hich the y are, 
therefore, he Id p ubiicly accountable. The 
Standard a Iso r equires disclosur eo fa n 
explanation of the reasons for material differences 
between the budget and actual amounts. 

Information to a large extent is already included in 
the notes to the annual financial statements and 
the impact is assessed to not be significant. 

1 April 2012 

GRAP 103 

(Original - July 2008) 

Heritage Assets 

The objective of this Standard is to p rescribe the 
accounting tre atment for h eritage as sets and 
related disclosure requirements. 

No adju stments ne cessary as the C ompany h as 
no significant h eritage assets o ther th an th e 
assets currently accounted for in terms of GRAP 
17. 

1 April 2012 

GRAP 105 

(Original - Nov 2010) 

Transfer of Functions Between Entities Under 
Common Control 

The o bjective o f th is S tandard is t o e stablish 
accounting principles for the acq uirerand 
transferor in atr ansfero ffun ctions b etween 
entities under common control. 

No significant impact is expected as the Company 
does not participat e in such business 

transactions. 

Unknown 
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Knysna Economic Development Agency 


KNYSNA ECONOMIC DEVELOPMENT AGENCY 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 


Standard 

Description 

Effective Date 

GRAP 106 

(Original - Nov 2010) 

Transfer of Functions Between Entities Not 
Under Common Control 

The objective o f th is Sta ndard is to estab lish 
accounting principles for the acquirer in a transfer 
of fu notions between en titles n ot u nder co mmon 
control. 

No significant impact is expected as the Company 
does not participat e in such business 

transactions. 

Unknown 

GRAP 107 

(Original - Nov 2010) 

Mergers 

The objective o f th is Sta ndard is to estab lish 
accounting principles for the combined entity and 
combining entities in a merger. 

No significant impact is expected as the Company 
does not participat e in such business 

transactions. 

Unknown 

IGRAP 12 

Jointly Controlled Entities non-monetary 
contributions 

The objectiv e of this Interpretat ion of the 
Standard is to p rescribe th e tr eatment of 
profit/loss when an asset is sold or contributed by 
the venturer to a Jointly Controlled Entity (JCE). 

No significant impact is expected as the Company 
does not have any JCE’s at this stage. 



These standards, amendments and interpretations will not have a significant impact on the 
Company once implemented. 

1.8. LEASES 

1.8.1 Company as Lessee 

Leases are c lassified as finance leases where substantially all the risks and rewards 
associated with ownership of an asset are transferred to the Company. Property, plant 
and equipm ent o r in tangible ass ets ( excluding lice nsing ag reements fo r such ite ms as 
motion pictu re films , vide o r ecordings, pla ys, man uscripts, pa tents an d co pyrights) 
subject to finance lease agreements are initially recognised at the lower of the asset’s fair 
value and th e p resent va lue of the minimum lease pa yments. T he corresponding 
liabilities are initially recognised at the inception of the lease and are measured as the 
sum of the minimum lease payments due in terms of the lease agreement, discounted for 
the effect of interest. In discounting the lease payments, the Com pany uses the interest 
rate that exactly discounts the lease payments and unguaranteed residual value to the 
fair value of the asset plus any direct costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with 
the stated accounting policies applicable to property, plant and equipment or intangibles. 
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Knysna Economic Development Agency 


KNYSNA ECONOMIC DEVELOPMENT AGENCY 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 


The lease liability is reduced by the le ase payments, which are alloc ated between the 
lease fina nee cost an d the capita I re payment using the e ffective in terest rate me thod. 
Lease finance costs are expensed when incurred. The accounting policies relating to de- 
recognition of financial instruments are applied to lease payables. 

Operating leases are those leases that do not fall within the scope of the above definition. 
Operating lease r entals a re recognised o n a straight-line ba sis over the term of the 
relevant lease. The difference between the straight-lined expenses and actual payments 
made will give r ise to a liability. The C ompany shall recognise t he aggregate benefit of 
incentives as a reduction of rental expense over the lease term, on a straight-line basis 
unless anoth er systematic ba sis is representative of th e time pattern of the lessee’s 
benefit from the use of the leased asset. 

1.9. UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

Conditional go vernment gr ants are subject to specific cond itions. If the se specific 
conditions are not met, the monies received are repayable. 

Unspent condition al grants ar e fina ncial liab ilities that are s eparately reflected on the 
Statement of Financial Position. They represent unspent government grants, subsid ies 
and contributions from the public. 

This liability always has to be cash-backed. The follow ing prov isions are se t for the 
creation and utilisation of this creditor: 

• Unspent conditional grants are recognised as a liability when the grant is received. 

• When grant conditions are met an amount equal to the conditions met are transferred 
to revenue in the Statement of Financial Performance. 

• The cash which backs up the creditor is invested as individual investment or part of 
the general investments of the Company until it is utilised. 

• Interest earned on the investment is treated in accordance with grant conditions. If it 
is payable to the fu nder it is recorded as pa rt of the creditor. If it is the Company’s 
interest it is recognised as interest earned in the Statement of Financial Performance. 

1.10. PROVISIONS 

Provisions a re re cognised when the Company ha s a present legal or co nstructive 
obligation as a result of past events, it is possible that an outflow of resource embodying 
economic benefits or s ervice pot ential will be required to settle the obligati on and a 
reliable estimate of the provision can be made. Provisions are reviewed at reporting date 
and adjusted to reflect the current best estimate of future outflows of resources. Where 
the effect is material, non-current provisions are discounted to their present value using a 
discount rate that reflects the market’s current assessment of the time value of money, 
adjusted for risks specific to the liability ( for example in the case of obligations for the 
rehabilitation of land). 

The Company does not recognise a contingent liability or contingent asset. A contingent 
liability is disclosed unless the possibility of an outflow of resources embodying economic 
benefits is remote. A contingent asset is disclosed where an inflow of economic benefits 
is possible. 

Future events that may affect the amount required to settle an obligation are reflected in 
the amount of a provision where there is sufficient objective evidence that they will occur. 
Gains from the expected disposal of as sets are not taken into account in measuring a 


Page 15 



WC048 Municipal Entity of Knysna Municipality AFS 201 1 / 2012 (Unaudited) 

Knysna Economic Development Agency 


KNYSNA ECONOMIC DEVELOPMENT AGENCY 
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 


provision. Pr ovisions are n ot r ecognised for futu re op erating lo sses. The present 
obligation under an onerous contract is recognised and measured as a provision. 

A provision for restructuring costs is recognised only when the following criteria over and 
above the recognition criteria of a provision have been met: 

(a) The Company has a detailed formal plan for the restructuring identifying at least: 

• the business or part of a business concerned; 

• the principal locations affected; 

• the lo cation, function a nd approximate n umber o f employees who will b e 
compensated for terminating their services; 

• the expenditures that will be undertaken; and 

• when the plan will be implemented. 

(b) The Company has raised a valid expectation in those affected that it will carry out the 
restructuring by starting to implement that plan or announcing its main features to those 
affected by it. 

The amount recognised as a provision shall be the best estimate of the expenditure required 
to settle the present obligation at the reporting date. 

If it is no Ion ger probable tha t an o utflow of re sources embody ing eco nomic b enefits or 
service potential will be r equired to settle the obligat ion, th e provision shall be de- 
recognised. 

1.11. PROPERTY, PLANT AND EQUIPMENT 
1.11.1 Initial Recognition 

Property, pla nt an d equipmen t are tangible non- current a ssets ( including in frastructure 
assets) that are held for use in the production or supply of goods or services, rental to 
others, or for administrative purposes, and are expected to be used during more than one 
year. The cost of an item o f property, plant and equipment shall be recognised as an 
asset if, a nd only if it is probable that fu ture e conomic be nefits or service potential 
associated with the item will flow to the entity, and the cost or fair value of the item can be 
measured reliably. Ite ms of pro perty, plant and equipment a re initia lly recognised as 
assets o n acqu isition da te an d a re initia lly recorded at c ost. The cost of an item of 
property, plant and equipment is the purchase price and other costs attributable to bring 
the asset to the location and condition necessary for it to be capable of operating in the 
manner intended by the Company. Trade discounts and rebates are deducted in arriving 
at the cost. The cost also includes the necessary costs of dismantling and removing the 
asset and restoring the site on which it is located. 

When significant components of an item of property, plantand equipment have different 
useful lives, they are a ccounted for as separate items (major components) of property, 
plant and equipment. 

Where an asset is a equired by the Company for no or nominal consideration (i.e. a non- 
exchange transaction), the cost is deemed to be equal to the fair valu e of that asset on 
the date acquired. 

Where an item o f p roperty, plant and eq uipment is a equired in exc hange for a non- 
monetary a sset o r mo netary assets , or a comb ination o f mo netary an d n on-monetary 
assets, the assets acquired is initially m easured at fair value (the cost). It the acquired 
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item’s fair value was not determinable, it’s deemed cost is the carrying amount of the 
asset(s) given up. 

Major spare parts and servicing equipment qualify as property, plant and equipment when 
the Company expects to use them during more tha n one period. Similarly, if the major 
spare parts and servicing equipment can be used only in connection with an item of 
property, plant and equipment, they are accounted for as property, plant and equipment. 

1.11.2 Subsequent Measurement - Cost Model 

Subsequent to initial recognition, items of property, plant and equipment are measured at 
cost less accumulated depreciation and any accumulated impairment losses. Land is not 
depreciated as it is deemed to have an indefinite useful life. 

Where the Company replaces pa rts of an asset, it derecognises the part of the asset 
being replaced and capitalises the new component. Subsequent expenditure incurred on 
an as set is capitalised when it increases th e c apacity or future ec onomic b enefits 
associated with the asset. 

1.11.3 Depreciation and Impairment 

Depreciation is calculated on the depreciable amount, using the straight-line method over 
the estimated useful lives of the assets. Dep reciation of an asset beg ins when it is 
available foruse, i.e. when it is in th e lo cation and condition necessary for it to be 
capable of operating in the manner intended by management. Components of assets that 
are significant in re lation to the w hole asset an d th at ha ve different useful lives are 
depreciated sepa rately. The e stimated use ful lives, r esidual values and depreciation 
method a re reviewed a t each y ear e nd, w ith t he e ffect o f a ny c hanges in e stimate 
accounted for o n a prospective basis. The annual depreciation rates are based on the 
following estimated useful lives: 


Furniture and fittings 4-10 

Computer equipment 3 

Property, plant a nd equipment are reviewed at each reporting date for any indication of 
impairment. If an y such indication exists, th e asset’s recoverable amount is estimated. 
The impairment charged to the Statement of Financial Performance is th e excess of the 
carrying value over the recoverable amount. 

An impairment is reversed only to the exten t that the asset’s car rying amount does not 
exceed the carrying amount that would have been determined had no impairment been 

recognised. A reve rsalofim pairment is r ecognised in the Stateme nt of Fin ancial 
Performance. 


1.11.4 De-recognition 

Items of property, plant and equipment are derecognised when the asset is disposed or 
when there are no further economic benefits or service potential expected from the use of 
the asset. The gain or loss arising on the disposal or retirement of an item of property, 
plant and equipment is determined as the difference between the sales proceeds and the 
carrying value and is recognised in the Statement of Financial Performance. 
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1.12. IMPAIRMENT OF NON-FINANCIAL ASSETS 

1.12.1 Cash-generating assets 

Cash-generating assets ar e assets held with the p rimary o bjective o f generating a 
commercial return. 

The C ompany assesses a t ea ch re porting date w hether the re is a n ind ication th at an 
asset may be impaired. If any indication exists, or when annual impairment testing for an 
asset is required, the Company estimates the asset’s recoverable amount. 

An ass et’s re coverable amount is the higher of a n asset’s or cash-generating unit’s 
(CGU) fair value less costs to sell and its value in use and is determined for an individual 
asset, unless the asset does not generate cash inflows that are largely independent of 
those from other assets or groups of assets. Where the carrying amount of a n asset or 
CGU exceeds its recoverable a mount, th e asset is considered im paired and is written 
down to i ts recoverable a mount. In assessing valu e in u se, the estimated futu re cash 
flows ar e d iscounted to their present value using a p re-tax dis count rate that reflects 
current ma rket assessme nts of the ti me value of money and t he r isks s pecific to the 
asset. In determining fair value less costs to sell, an appropriate valuation model is used. 
Impairment losses a re recognised in the Statement of Financial Performance in those 
expense categories consistent with the function of the impaired asset. 

An assessment is made at each reporting date as to whether there is any indication that 
previously recognised impairment losses may no longer exist or may have decreased. If 
such indication exists, th e C ompany estim ates the asset’s or cash- generating unit’s 
recoverable amount. A previously recognised impairment loss is reversed only if there 
has been a change in the assumptions used to determine the asset’s recoverable amount 
since the last impairment loss was recognised. The reversal is limited so that the carrying 
amount of t he asset does not exceed its recoverable amount, nor exceed the carrying 
amount that would have been determined, net of depr eciation, had no im pairment loss 
been recognised for the asset in prior years. Such reversal is recognised in the Statement 
of Financial Performance. 

1.12.2 Non-cash-generating assets 

Non-cash-generating assets are assets other than cash-generating assets. 

The C ompany assesses a t ea ch re porting date w hether the re is a n ind ication th at an 
asset may be impaired. If any indication exists, or when annual impairment testing for an 
asset is required, the Company estimates the asset’s recoverable service amount. 

An asset’s recoverable service amount is the higher of a non-cash-generating asset’s fair 
value less costs to sell and its value in use. If the recoverable service amount of an asset 
is less than its carrying amount, the carrying amount oft he asset is reduced to its 
recoverable service a mount. Th at redu ction is an impairment loss recorded in the 
Statement of Financial Performance. 

The value in use of a no n-cash-generating a sset is the present valu e of th e asset’s 
remaining service potential. The present value of the remaining service potential of the 
asset is determined using any one of the following approaches: 
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• depreciation replacement cost approach - the present value of the remaining service 
potential of an asset is determined as the depreciated replacement cost of the asset. 
The replacement cost of an asset is the cost to r epiace the asset’s gross service 
potential. This cost is depreciated to reflect the asset in its used condition. An asset 
may be re placed e ither through reproduction (replication) of the existin g asset or 
through replacement of its gross service potential. The depreciated replacement cost 
is measured as the reproduction or replacement cost of the asset, whichever is lower, 
less a ccumulated de predation calcula ted on th e b asis of su ch co st, to re fleet the 
already consumed or expired service potential of the asset. 

• restoration cost approach - the cost of restoring the service potential of an asset to its 
pre-impaired level. Under this approach, the present value of the r emaining service 
potential of the asset is determined by subtracting the estimated restoration cost of 
the asset from th e curre nt cost o f replacing th e remaining se rvice potential of the 
asset be fore im pairment. T he la tter c ost is u sually de termined as th e d epreciated 
reproduction or replacement cost of the asset, whichever is lower. 

• service unit approach - 1 he present value of the remaining service potential of the 
asset is determined by reducing the current cost of the remaining service potential of 
the asset be fore im pairment, to con form with th e reduced number of service u nits 
expected from the asset in its impa ired state. As in the restoration cost approach, the 
current cost o f re placing the remaining ser vice potential of th e asset before 
impairment is usua lly determined as the depreciated reprod uction or repla cement 
cost of the asset before impairment, whichever is lower. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s 
length transaction between knowledgeable, willing parties, less the costs of disposal. 

The Company a ssesses a t e ach reporting date whether there is any ind ication that an 
impairment loss recognised in prior periods for an asset may no longer exist or may have 
decreased. If any such indication exists, the Company estimates the recoverable service 
amount of that asset. 

An impairment loss recognised in prior periods for an asset is reversed if there has been 
a chan ge in the e sti mates used to determine the asset’s re coverable s ervice am ount 
since the last impairment loss was recognised. If this is the case, the carrying amount of 
the asset is increased to its recoverable service amount. The increased carrying amount 
of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined (netof de predation or amortisation) had no 
impairment loss been recognised for the asset in prior periods. S uch a reversal of an 
impairment loss is recognised in the Statement of Financial Performance. 

1.13. FINANCIAL INSTRUMENTS 

Financial in struments recognised o n the Statement o f Financial Position in dude 
receivables (both from exchange transactions and non-exchange transactions), cash and 
cash eq uivaients, a nnuity loans and payables (both for m exchange a nd no n-exchange 
transactions). 

1.13.1 Initial Recognition 

Financial instruments are initially recognised when the Company becomes a party to the 
contractual provisions of the instrument at fair value plus, in the case of a financial asset 
or financial liability not at fair value, transaction costs that are directly attributable to the 
acquisition or issue of the financial asset or financial liability 
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1.13.2 Subsequent Measurement 

Financial Assets are categorised according to their nature as either financial assets at fair 
value, financial assets at amor tised cost or financial assets at cost. Financial Liabilities 
are c ategorised as either at fair v alue, fina ncial liabilities at cos t or financial liabilities 
carried at amortised cost ("other”). The subsequent measurement of financial assets and 
liabilities depends on this categorisation. 

1.13.2.1 Receivables 


Receivables a re classified as fina ncial assets at amortised cost, and are subsequently 
measured amortised cost using the effective interest rate method. 

For amounts du e fro m d ebtors carried a t a mortised cost, the Company firs t assesses 
whether objective evidence of impairment exists individually for financial assets that are 
individually s ignificant, or collectively for financial a ssets th atar e no t in dividually 
significant. Objective evide nee of im pairment includes significant financial difficu Ities of 
the debtor, probability that the debtor will enter bankruptcy or financial reorganisation and 
default or de linquency in payments (more th an 90 days over due). If the Company 
determines that no objective evidence of impairment exists for an individually assessed 
financial asset, whether significant or not, it in eludes the asset in a group offinancial 
assets with similar credit risk cha racteristics and colle ctively assesses t hem for 
impairment. Assets tha t are in dividually a ssessed for imp airment and for which an 
impairment loss is, or c ontinues to be, recog nised are no t included in a collective 
assessment of impairment. 

If there is objective evidence that an impairment loss has been incurred, the amount of 
the loss is measured as the differen ce between the asset’s carrying amount and the 
present value of estimated future cash flows (excluding future expected credit losses that 
have not yet been incurred). The carrying amount of the asset is reduced through the use 
of an allowance account and the amount of the loss is recognised in the Statement of 
Financial Performance. Interest income continues to be accrued on the reduced carrying 
amount based on the original effective interest rate of the asset. Loans together with the 
associated allowance are written off when there is no realistic prospect of future recovery 
and all collateral has be en realised or has been transferred to the Company. If, in a 
subsequent year, the amount of the estimated impairment loss increases or decreases 
because of a n ev ent occurring after the impairment was recognised, th e prev iously 
recognised impairment loss is increased or reduced by adjusting the allowance account. 
If a futur e w rite-off is later re covered, the re covery is recognised in the Sta tement of 
Financial Performance. 

The present value of the estimated future cash flows is discounted at the financial asset’s 
original effective inter est rate, if m aterial. Ifa loan has a variable in terest rate, the 
discount rate for measuring any impairment loss is the current effective interest rate. 

1.13.2.2 Payables and Annuity Loans 

Financial li abilities c onsist of pay ables and annuity loans. They ar e c ategorised as 
financial liab ilities held a t a mortised cost, a re initially r ecognised at fair valu e and 
subsequently measured at amortised cost using a n effective inte rest rate, which is the 
initial carrying amount, less repayments, plus interest. 

1.13.2.3 Cash and Cash Equivalents 
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Cash includ es cash o n h and (i ncluding p etty ca sh) a nd c ash with ba nks. Cash 
equivalents are s hort-term h ighly liq uid inv estments, rea dily c onvertible i nto k nown 
amounts of cash that are held with registered banking institutions with maturities of three 
months o r less an da re subject to a n insignificant risk of change in value. For the 
purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, 
highly liquid deposits and net of bank overdrafts. T he Company categorises cash a nd 
cash equivalents as financial assets carried at amortised cost. 

Bank overdrafts are rec orded based on the facility utilised. F inance charges on bank 
overdraft a re expe nsed as in curred. Amou nts owing in respect of bank overdrafts a re 
categorised as financial liabilities: other financial liabilities carried at amortised cost. 

1.13.3 De-recognition of Financial Instruments 

1.13.3.1 Financial Assets 


A financial asset (o r, where applicable a partofa financial asset or part of a group of 
similar financial assets) is derecognised when: 

• the rights to receive cash flows from the asset have expired; or 

• the Company has transferred its rig hts to r eceive cash flows from the asset or has 
assumed an obligation to pay the received cash flows in full without material delay to 
a third party under a ‘pass-through’ arrangement; and either (a) the Company has 
transferred substantially all t he risks and rewards of the asset, or (b) the Company 
has neither transferred n or retain ed subs tantially all the r isks and rew ards of the 
asset, but has transferred control of the asset. 

When the Company has transferred its rights to receive cash flows from an asset or has 
entered into a pass-through a rrangement, an d h as n either transferred nor r etained 
substantially all the risks and rewards of the asset nor transferred control of the asset, the 
old asset is derecognised and a new asset is recognised to the extent of the Company’s 
continuing involvement in the asset. 

Continuing involvement that takes the form of a gu arantee over the transferred asset is 
measured at the lower of the o riginal carrying amount of the asset and the maximum 
amount of consideration that the Company could be required to repay. 

When c ontinuing involvement ta kes the fo rm of aw ritten and/or purchased option 
(including a cash settled option or similar provision) on the transferred asset, the extent of 
the Comp any’s con tinuing invo Ivement is the amou nt o f th e tran sferred asset that the 
Company may repurchase, except that in the case of a written put option (including a 

cash settled option or similar provision) on an asset measured at fair value, the extent of 
the C ompany’s continuing involvement is limited to the lower of the fair value of the 
transferred asset and the option exercise price. 

1.13.3.2 Financial Liabilities 

A financial liability is derecognised when the obligation under the liability is discharged or 
cancelled or expires. 

When an existing financial liabilit y is r epiaced by another from t he s ame lender o n 
substantially different terms, or the terms of an existing liability are substantially modified, 
such an exchange or modification is treated as a de-recognition of the original liability and 
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the recognition of a new liability, and the difference in the respective carrying amounts is 
recognised in the Statement of Financial Performance. 

1.13.4 Offsetting of Financial Instruments 

Financial assets and financial liab ilities a re offset and the net amount reported in the 
Statement of Financial Position if, and only if, the re is a currently enforceable legal right 
to offset the recognised amounts and there is an intention to settle on a net basis, or to 
realise the assets and settle the liabilities simultaneously 

1.14. REVENUE 

1.14.1 Revenue from Non-Exchange Transactions 

Revenue from no n-exchange transactions refers to tra nsactions where the Com pany 
received revenue from another entity without directly giving approximately equal value in 
exchange. Revenue from non-exchange tra nsactions is g enerally recognised to the 
extent that the related receipt or receivable qualifies for recognition as an asset and there 
is no liability to repay the amount. 

Grants, transfers and donations re ceived or re ceivable ar e re cognised when the 
resources tha t have bee n transferred me et the c riteria for recognitio n as a n a sset. A 
corresponding liability is raised to the extent that the g rant, tra nsfer or d onation is 
conditional. The liability is transferred to revenue as and when the conditions attached to 
the grant are met. G rants without any conditions attached are recog nised as revenue 
when the asset is recognised. 

Revenue fr om p ubiic contributions and donations is r ecognised when all con ditions 
associated with the contribution have been met or where the contribution is to finance 
property, pla nt a nd equipment, when s uch items o f pr operty, pla nt and equipment 
qualifies for recognition an d first becomes available for use by the Com pany. Whe re 
public contributions h ave be en received but the Company ha s no t m et the related 
conditions, it is recognised as an unspent public contribution (liability). 

Revenue from th ird parties i.e. in surance payments for assets i mpaired, are recognised 
when it can be measured reliably and is not being offset against the related expenses of 
repairs or renewals of the impaired assets. 

Contributed property, plant an d equipment is recognised when such ite ms of property, 
plant and equipment qua lifies for re cognition and b ecome a vailable for use by the 
Company. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure 
is base d on leg islated procedures, including tho se set ou t in th e Mu nicipal Finance 
Management Act (Act No. 56 of 2003) and is recognised when the recovery thereof from 
the responsible councillors or officials is virtually certain. 

Revenue shall be measured at the fair value of the consideration received or receivable. 

When, as a result of a non-exchange transaction, a Company recognises an asset, it also 
recognises revenue equivalent to the amount of the asset measured at its fair value as at 
the date of acquisition, unless it is also required to recognise a liability. Where a liability is 
required to be recognised it will be measured as the best estimate of the amount required 
to settle the present obligation at the reporting date, and the amount of the increase in 
net ass ets, if a ny, recog nised as reve nue. Whe n a liab ility is subsequently reduce d. 
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because the taxable event occurs or a condition is satisfied, the amount of the reduction 
in the liability will be recognised as revenue. 

1.14.2 Revenue from Exchange Transactions 

Revenue fro m exc hange transactions re fers to re venue tha t a ccrued to the Company 
directly in return for services rendered/ goods sold, the value of which approximates the 
consideration received or receivable. At the time of initial recognition the full amount of 
revenue is re cognised. If the Comp any d oes no t e nforce its obligation to collect the 
revenue, is a subsequent event. 

Interest revenue is recognised using the effective interest rate method. 

Dividends are recognised on the date that the Company becomes entitled to receive the 
dividend. 

The amount of revenue a rising on a t ransaction is usually d etermined by agreement 
between the entity and the purchaser or user of the asset or service. It is measured at the 
fair value of the consideration received or receivable taking into account the amount of 
any trade discounts and volume rebates allowed by the entity. 

In most cases, th e consideration is in the form of cash or cash equivalents an d th e 
amount of r evenue is the amo unt of cash or ca sh eq uivalents rece ived or receivab le. 
However, when the inflow of cash or cash equivalents is deferred, the fair value of the 
consideration may be less than the nominal amount of cash received or receivable. When 
the arrang ement effectively constitutes a fina ncing tran saction, th e fa ir v alue of th e 
consideration is de termined by d iscounting all future receipts using an imputed rate of 
interest. The imputed rate of interest is the more clearly determinable of either: 

• The prevailing rate for a similar instrument of an issuer with a similar credit rating; or 

• A rate of interest that discounts the nominal amount of the instrument to the current 
cash sales price of the goods or services. 

The diffe rence between the fa ir valu e and the n ominal amou nt of the co nsideration is 
recognised as interest revenue. 

When goods or services are exchanged or swapped for goods or services which are of a 
similar nature and value, the exchange is n ot regarded as a transaction that generates 
revenue. When goods are sold or services are rendered in exchange for dissimilar goods 
or se rvices, th e exchang e is r egarded as a transaction th at ge nerates re venue. T he 
revenue is measured at the fair value of the goods or services received, adjusted by the 
amount of any cash or cash equivalents transferred. When the fair value of the goods or 
services received cannot be measured reliably, the revenue is measured at the fair value 
of the go ods o r se rvices given up , ad justed by the amo unt of an y c ash o r cas h 
equivalents transferred. 

1.15. RELATED PARTIES 

Parties are considered to be related if one party has the ability to control the other party 
or exercise significant influence over th e other party in ma king financial and operating 
decisions or if the related party entity and another entity are subject to common control. 

Related parties include: 

• Entities that directly, or indirectly through one or more intermediaries, control, or 
are controlled by the reporting entity; 
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• Individuals owning, directly or indirectly, an interest in the reporting entity that 
gives them significant influence over the entity, and close members of the family 
of any such individual; 

• Key management personnel, and close members of the family of key 
management personnel; and 

• Entities in which a substantial ownership interest is held, directly or indirectly, by 
any person described in th e 2'''^ and 3'^'^ bullet, or over which such a person is 
able to exercise significant influence. 

Key management personnel include: 

• All directors of the company 

• Other persons having the authority and responsibility for planning, directing and 
controlling the activities of the reporting entity being the Chief Executive Officer. 

1.16. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is 
not in te rms of the condition s o fan alio cation r eceived from another s phere of 
government. Company or organ of state and expenditure in a form of a grant that is not 
permitted in terms of the Mu nicipal Finance Ma nagement Act (Act No. 56 of 20 03). 
Unauthorised expe nditure is ac counted for as an expense (measured at ac tual cost 
incurred) in the Statement of Fina ncial Pe rformance and where re covered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 

1.17. IRREGULAR EXPENDITURE 

Irregular e xpenditure is exp enditure tha t is co ntrary to th e M unicipal Fin ance 
Management Act (Act No. 5 6 of 2 003), the Municipal Systems Act (Act No. 32 of 2000), 
the Pu bile Office Bearers Act, a nd (Act. No. 20 of 1998) or is in contravention of the 
Company’s Supply Cha in Ma nagement Policy. Irr egularexp enditure exclud es 
unauthorised expe nditure. Ir regular expenditure is accounted fo r as expe nditure 
(measured at actual cost incurred) in the Statement of Financial Performance and where 
recovered, it is s ubsequently accounted for as revenue in th e Statement of Fin ancial 
Performance. 

1.18. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and could have 
been avoided had reasonable care been exercised. Fruitless and wasteful expenditure is 
accounted fo r as expenditure ( measured at actua I cost incur red) in the Sta tement of 
Financial Performance and where recovered, it is subsequently accounted for as revenue 
in the Statement of Financial Performance. 

1.19. CONTINGENT LIABILITIES 

A contingent liability is a possible obligation that arises from past events and whose 
existence will be confirmed only by th e occurrence or non-occurrence of o ne or more 
uncertain future events not wholly within the control of the entity. A co ntingent liability 
could a Iso be a present obligation th at a rises from past events, but is not recognised 
because it is not probable that an outflow of resources embodying economic benefits will 
be required to the obligation or the amount of the obligation cannot be measures with 
sufficient reliability. 

Management ju dgement is r equired when r ecognising and me asuring contin gent 
liabilities. 
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1.20. PRESENTATION OF BUDGET INFORMATION 

The pr esentation of b udget in formation was pr epared in a ccordance with the b est 
practice guidelines issued by National Treasury. The presentation of budget information 
is in line with th e ba sis o f a ccounting a s per t he G RAP Fram ework. G RAP 2 4: 
Presentation of B udget In formation in Financial Sta tements is not y et e ffective. This 
standard brings new rules in respect of presentation of budget information. 

1.21. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES 

In the process of applying the Company’s accounting policy, management has made the 
following significant accounting judgements, estimates and assumptions, which have the 
most significant effect on the amounts recognised in the financial statements: 

Impairment of Receivables 

The calculation in respect of the impairment of debtors is based on an assessment of the 
extent to which debtors have defaulted on payments already due, and an assessment of 
their ability to make payments based o n their creditworthiness. This was performed per 
service-identifiable categories across all classes of debtors. 

Property, Plant and Equipment 

The use ful lives of pr operty, plant and e quipment a re b ased on manag ement’s 
estimation. Infrastructure’s useful lives are based on technical estimates of the practical 
useful lives for the different infrastructure types, given engineering technical knowledge of 
the in frastructure types a nd ser vice requirements. For other a ssets a nd bu ildings 
management considers the impact of technolo gy, availability of capital funding, service 
requirements and required re turn o n assets to d etermine th e optimu m useful life 
expectation, where appropriate. The estimation of residual values of assets is also based 
on management’s judgement whether the assets will be sold or used to the end of their 
useful lives, and in what condition they will be at that time. 

Management referred to the following when making assumptions regarding useful lives 
and residual values of Property, Plant and Equipment. 

• The u seful life o f mo vable assets was determined us ing the ag e o f simila r assets 
available for sale in t he active market. D iscussions with people w ithin the spec ific 
industry were also held to determine useful lives. 

• Local Government Industry G uides was used to assist with the deemed costand 
useful life of infrastructure assets. 

• The Company referred to buildings in other municipal areas to determine the useful 
life of buildings. The Company also consulted with engineers to support the useful life 
of buildings, with specific reference to the structural design of buildings. 

Provisions and Contingent Liabilities 

Management ju dgement is required when recognising a nd mea suring p rovisions a nd 
when mea suring co ntingent liab ilities. Pro visions are discou nted where the time v alue 
effect is material. 

Revenue Recognition 
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Accounting Policy 1 .1 9.1 on Revenue from Non-Exchange Transactions and Accounting 
Policy 1 .19.2 on Revenue from Exchange Transactions describes the conditions u nder 
which reve nue will be reco gnised by management of the C ompany. 

In ma king the ir judgement, management co nsidered th e detailed criter ia for the 
recognition of revenue as set out in GRAP 9: Revenue from Exchange Transactions and 
GRAP 2 3: Reve nue from Non-Exchange T ransactions.). Sp ecifically, whether the 
Company, when goods are sold, had transferred to the buyer the sign ificant risks and 
rewards of ownership of the goods and when services are rendered, whether the service 
has been performed. Revenue from the issuing of spot fines and sum monses has been 
recognised on the accrual basis using estimates of future collections based on the actual 
results of prior periods. The management of the Company is satisfied that recognition of 
the revenue in the current year is appropriate. 

1.22. TAXES - VALUE ADDED TAX 

Revenue, expenses and assets are recognised net of the amounts of value added tax. 
The net amount of Value added tax recoverable from, or payable to, the taxation authority 
is included as part of receivables or payables in the Statement of Financial Position. 

1.23. CURRENT AND DEFERRED TAXATION 

Income tax p ayable on profits, b ased on the ap plicable ta x law, is recognised as a n 
expense in the period in which profits arise. 

Deferred in come tax is pr ovided in full, usin g the lia bility m ethod, on temporary 
differences a rising bet ween the tax bases of assets and liabilities and their car rying 
amounts for financial reporting purposes. 

Deferred income tax is determined using tax laws and rates that h ave been enacted or 
substantially enacted by the reporting date and are expected to apply when the related 
deferred income tax asset is realised or the deferred income tax liability is settled. 

The principal temporary d ifferences arise from depreciation of property and equipment, 
and tax losses carried forward. 

Deferred tax assets are ra ised on ly to th e extent that it is probable that fu ture taxable 
income will be available against which the unused tax losses can be utilised. 

1.24. AMENDED DISCLOSURE POLICY 

Amendments to accounting policies are reported as and when deemed necessary based 
on the relevance of any such amendment to the format and presentation of the financial 
statements. Th e prin cipal amendments to ma tters disclosed in the current financial 
statements include fundamental errors, and the treatment of assets financed by external 
grants. 
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All amounts relate to discontinued operations 
2 SHARE CAPITAL 

Ordinary shares 

Total share capital 

Authorised - 1 000 of shares of no par value 
Issued - 1000 shares at R1 each 

Number of shares available for issue 


3 CONTRIBUTIONS FROM OWNER 

Opening balance 
Contributions for the year 

Total contribution 

4 PAYABLES FROM EXCHANGE TRANSACTIONS 

Sundry Creditors 
Employee PAYE 

Total Trade Payables 

Payables are being recognised net of any discounts 

5 UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

Unspent Grants 

Other Grant Providers 
Total Conditional Grants and Receipts 


6 TAXES 

Net vat receivable / (payable] 

VAT is receivable/payable on the invoice basis 


2012 

2011 

R 

R 

1 000 

1 000 

1000 

1000 

1 000 

1 000 

(1 000) 

(1 000) 

- 


1 731 427 

217 043 

539 311 

1 514 384 

2 270 738 

1 731 427 


3 828 

- 

14 120 

17 948 


1 673 456 

2 019 109 

1 673 456 

2 019 109 

1 673 456 

2 019 109 

4 212 

(304 974) 
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7 PROPERTY, PLANT AND EQUIPMENT 
30 JUNE 2012 


Reconciliation of Carrying Value 


Cost 


Accumulated Depreciation and 

Impairment 

Losses 

Carrying Value 


Opening Balance 

Additions Disposals 

Closing Balance 

Opening Balance 

Depreciation Charge 

Disposals 

Closing Balance 



R 

R R 

R 

R 

R 

R 

R 

R 

Other Assets 

67 184 

- 

67 184 

5 323 

9 685 

- 

15 008 

52 176 

Furniture & Fittings 

54 789 

. 

54 789 

4 735 

5 567 

. 

10 302 

44 487 

Computer equipment 

12 396 

- 

12 396 

588 

4 118 

- 

4 706 

7 690 


67 184 

- 

67 184 

5 323 

9 685 

- 

15 008 

52 176 

0 JUNE 2011 









Reconciliation of Carrying Value 


Cost 


Accumulated Depreciation and Impairment Losses 

Carrying Value 


Opening Balance 

Additions Disposals 

Closing Balance 

Opening Balance 

Depreciation Charge 

Disposals 

Closing Balance 



R 

R R 

R 

R 

R 

R 

R 

R 

Other Assets 

38 541 

28 643 

67 184 

600 

4 723 

- 

5 323 

61 862 

Furniture & Fittings 

38 541 

16 248 

54 789 

600 

4 135 

. 

4 735 

50 054 

Computer equipment 

- 

12 396 

12 396 

- 

588 

- 

588 

11 808 


38 541 

28 643 

67 184 

600 

4 723 

. 

5 323 

61 862 
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7 Assets pledged as security: 

No assets are pledged as security 


8 


9 


10 


RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 

Knysna Municipality 

Less: Allowance for Doubtful Debts 

Total Net Receivables from Non-Exchange Transactions 


(Knysna Municipality): Aqe/'nq 

Current (0 - 30 days) 

31 - 60 Days 
61 - 90 Days 
+ 90 Days 

Total 

Concentrations of credit risk with respect to receivables are limited due to the fact that the only debtor is 
Knysna Municipality. 

OPERATING LEASE ARRANGEMENTS 
The company as Lessee (Liability] 

Balance on 1 July 

Movement during the year 

Balance on 30 June 


At the Statement of Financial Position date, where the company acts as a lessee under operating leases, it 
will pay operating lease expenditure as follows: 

Up to 1 Year 
1 to 5 Years 
More than 5 Years 

Total Operating Lease Arrangements 


Operating leases consist of an agreement with Mellville Development Company (Pty) Ltd for the rental of 
the offices. 

CASH AND CASH EQUIVALENTS 
Assets 

Bank Accounts 
Cash Floats 

Total Cash and Cash Equivalents - Assets 
Current Accounts 


Knysna ABSA - Account Number 407 660 8096 (Primary Bank Account): 


Knysna ABSA - Account Number 407 660 8096 (Primary Bank Account): 

Cash book balance at beginning of year 
Cash book balance at end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 


2012 

2011 

R 

R 


210 198 

553 197 

210 198 

553 197 


210 198 

553 197 

210 198 

553 197 


18 221 

1 514 

(1 026) 

16 707 

17 195 

18 221 


222 366 

222 366 

" 

222 366 

222 366 

444 732 


1 927 344 

589 

2 218 550 

1 261 

1 927 932 

2 219 811 

1 927 344 

2 218 550 

1 927 344 

2 218 550 

2 218 550 

1 927 344 

2 218 550 

2 218 550 

1 927 344 

2 218 550 
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11 GOVERNMENT GRANTS AND SUBSIDIES 


2012 2011 

R R 


Conditional Grants 

345 653 

186 027 

Grants and donations 

345 653 

186 027 

Total Government Grants and Subsidies 

345 653 

186 027 

Government Grants and Subsidies - Capital 

Government Grants and Subsidies - Operating 

345 653 

186 027 


345 653 

186 027 


Revenue recognised per vote as required by Section 123 (2) of the MFM/^ 


Executive & Council 

The company does not expect any future grants to be received due to the proposed winding-up of the compam 

345 653 

186 027 

Industrial Development Corporation 

Opening balance 

2019 109 

- 

Grants received 

- 

2 205 136 

Conditions met - Operating 

{345 653) 

(186 027) 

Conditions met - Capital 

- 

- 

Conditions still to be met 

Grant provided by the IDC for economic development in the Knysna area to be used as per terms of 
agreement 

1 673 456 

2 019 109 

Total Grants 

Opening balance 

2019 109 

- 

Grants received 

- 

2 205 136 

Conditions met - Operating 

(345 653) 

(186 027) 

Conditions met - Capital 

- 

- 

Conditions still to be met/{Grant expenditure to be recovered] 

1 673 456 

2 019 109 

Disclosed as follows: 

Unspent Conditional Government Grants and Receipts 

1 673 456 

2 019 109 

Unpaid Conditional Government Grants and Receipts 

- 

- 


1 673 456 2 019 109 


EMPLOYEE RELATED COSTS 

Contributions for UIF, pensions and medical aids 

1 123 

873 

Salaries and Wages 

315 000 

390 000 


316 123 

390 873 

Less: Emplovee Costs allocated elsewhere 

- 

- 

Total Employee Related Costs 

KEY MANAGEMENT PERSONNEL 

The entity has not appointed a Chief Executive Officer as yet. The coordinator driver is acting as Chief 
Executive Officer. 

REMUNERATION OF KEY MANAGEMENT PERSONNEL 

316 123 

390 873 

Remuneration of the Acting Chief Excutive Officer - Ms T Gosleti 

Salaries and Wages 

315 000 

390 000 

Contributions for UIF, pensions and medical aids 

1 123 

873 

Total 

316 123 

390 873 
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2012 2011 

R R 

13 REMUNERATION OF DIRECTORS 


Fees 

- 

44 000 

Total Directors' Remuneration 

- 

44 000 

DEPRECIATION AND AMORTISATION 

Property Plant and Equipment 

9 685 

4 723 


9 685 

4 723 

GENERAL EXPENSES 

Accounting services 

133 251 

91 302 

Administrative support 

113 809 

48 490 

Audit cost 

- 

52 209 

Bank charges 

3 336 

2 642 

Computer network 

25 811 

13 350 

Content cost 

9 264 

250 804 

Legal services 

- 

8 633 

Office general 

67 499 

46 255 

Office rental 

225 289 

223 587 

Social capital 

- 

4 191 

Travel & Accommodation 

3 851 

56 722 

General Expenses 

582 110 

798 185 

TAXATION 

Current taxation 

- 

- 

Reconciliation between standard tax rate and actual tax rate 

Standard tax rate 

28% 

28% 

Assessed losses utilised 

-28% 

-28% 

Actual tax rate 

0% 

0% 


17 CORRECTION OF ERROR I RECLASSIFICATION / CHANGE IN ACCOUNTING POLICY 

Detailed descriptions 
Creditors 2011 not provided for 

Sundry creditors for 201 1 not included in financial statements 201 1 

Payables from exchange transactions 

General Expenses 

Taxes 

Corrections of VAT 

Small corrections on input VAT claimed 

General Expenses 
Taxes 

Correction of grant income 

Small correction on grant income 

Government Grants and Subsidies - Operating 
Unspent Conditional Government Grants and Receipts 


(3 828) 
3 358 
470 


984 

(984) 


(174) 

174 


2011 


Unspent Conditional Government Grants and Receipts R 

Balance as per previous financial statements 2 019 283 

Correction of grant income Correction of error (174) 

Current balance 2 019 109 
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17 CORRECTION OF ERROR / RECLASSIFICATION / CHANGE IN ACCOUNTING POLICY 

2011 

R 

Payables from exchange transactions 

Balance as per previous financial statements 14 120 

Creditors 201 1 not provided for Correction of error 3 828 


Current balance 17 948 


Taxes 

Balance as per previous financial statements 304 461 

Creditors 201 1 not provided for Correction of error (470) 

Small corrections on input VAT claimed Correction of error 984 

Current balance 304 974 

Government Grants and Subsidies - Operating 

Balance as per previous financial statements 185 853 

Correction of grant income Correction of error 174 

Current balance 186 027 


General Expenses 

Balance as per previous financial statements (793 843) 

Creditors 201 1 not provided for Correction of error (3 358) 

Small corrections on input VAT claimed Correction of error (984) 


Current balance 


(798 185) 


18 RECONCILIATION BETWEEN NET SURPLUS/{DEFICIT) FOR THE YEAR AND CASH 

GENERATED/{ABSORBED) BY OPERATIONS 


2012 2011 

R R 


Surplus/(Deficit) for the year 
Adjustments for: 

Depreciation 

Grants Received 

Grant Expenditure 

Operating lease expenses accrued 

Operating Surplus/(Deficit) before changes in working capital 
Changes in working capital 

lncrease/(Decrease) in Trade and Other Payables 
lncrease/(Decrease) in Taxes 
(lncrease)/Decrease in Trade and other receivables 

Cash generated/(absorbed) by operations 
19 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the cash flow statement comprise the following: 

Cash Floats - Note 10 
Bank - Note 10 

Total cash and cash equivalents 


(510 061) 

(1 051 753) 

9 685 

4 723 

- 

2 205 136 

(345 653) 

(186 027) 

(1 026) 

16 707 

(847 054) 

988 785 

15 865 

(254 715) 

(17 948) 

(6 492) 

(309 187) 

304 974 

342 999 

(553 197) 

(831 189) 

734 070 


589 

1 261 

1 927 344 

2 218 550 

1 927 932 

2 219 811 
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2012 

2011 


R 

R 

RECONCILIATION OF AVAILABLE CASH AND INVESTMENT RESOURCES 



Cash and Cash Equivalents - Note 19 

1 927 932 

2219811 

Less: 

1 673 456 

2 324 083 

Unspent Committed Conditional Grants - Note 5 

1 673 456 

2 019 109 

VAT - Note 6 

- 

304 974 


Resources available for working capital requirements 254 476 (104 272) 


21 BUDGET COMPARISONS 


2012 

2012 

2012 

2012 

R 

R 

R 


(Actual) 

(Budget) 

(Variance) 

(%) 


21.1 Operational 


Revenue by source 


21.2 


21.3 


22 


22.1 


Government Grants and Subsidies - Capital 

- 

- 

- 

0% 

Government Grants and Subsidies - Operating 

345 653 

2 083 107 

(1 737 454) 

-83% 

Interest Earned - external investments 

52 205 

27 743 

24 462 

88% 

Expenditure by nature 

397 858 

2 110 850 

(1 712 992) 

-81% 

Employee Related Costs 

316 123 

753 455 

437 332 

-58% 

Remuneration of Directors 

- 

55 900 

55 900 

-100% 

Depreciation and Amortisation 

9 685 

23 514 

13 829 

-59% 

General Expenses 

582 110 

1 705 676 

1 123 566 

-66% 


907 918 

2 539 545 

1 631 627 

-64% 

Net Surplus for the year 

(510 061) 

(428 695) 

(81 366) 

19% 



2012 

2012 

2012 

2012 


R 

R 

R 


Expenditure by Vote 

(Actual) 

(Budget) 

(Variance) 

(%) 

Executive & Council 

907 919 

2 539 545 

(1 631 626) 

-64% 


907 919 

2 539 545 

(1 631 626) 

-64% 


2012 

2012 

2012 

2012 


R 

R 

R 


Capital expenditure by vote 

(Actual) 

(Budget) 

(Variance) 

(%) 

Executive & Council 

- 

- 

- 

0% 


. 

. 

. 

0% 



2012 

2011 

ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 

R 

R 

VAT - (MFMA 125 (l)(b)l 

Opening balance 

(304 974) 

- 

Output declared 

- 

(308 719) 

Input claimed 

5 195 

3 745 

Payments made 

303 991 

- 

Refunds received 

- 

- 

Closing balance - Receivable / (Payable] 

4 212 

(304 974) 


VAT is payable/receivable on the invoice basis. 
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2012 2011 

R R 

22.2 PAYE, SDL and UIF - FMFMA 125 (llfbll 

Opening balance 14 120 

Current year payroll deductions and employer Contributions 76 474 70 807 

Amount paid - current year (90 594) (56 687) 


Balance unpaid (included in creditors] - 14 120 


22.3 Unauthorised expenditure - FMFMA 125 (2)fd)fni 

No unauthorised expenditure was incurred in the current year nor in the prior reporting period. 

22.4 Fruitless and wasteful expenditure- FMFMA 125 (2UdUiy 

No fruitless and wasteful expenditure was incurred in the current year nor in the prior reporting period. 

22.5 Irregular expenditure- FMFMA 125 (2UdUil1 

No irregular expenditure was incurred in the current year nor in the prior reporting period. 

22.6 Other non-compliance (MFMA 125(2)(e)] 

The table below contains a list of all the other sections with reasons for non-compliance 


Section 

Short description of reouirement 

Reason for non-compliance 

Sect 86 (1) 

Submit in writing the bank account details to 
parent municipality within 90 days after 
opening the bank account. 

Entity was still in pre-establishment 
phase and was not knowledgeable of 
the MFMA requirements 

Sect 87(11) 

Submit within 7 working days after month end 

Not all reports were submitted in time 

Sect 88(1) 

Submit a Mid-year Budget & Performance 
Assessment report bv the 20th Januarv. 

No report was preapare except the 
Monthlv budaet statement 

Sect 88(2) 

Make public the Mid-year budget and 
oerformance assessment report. 

Same as Sect 88(1) 

Sect 95 (c) 

Accounting officer ensure and maintain 
systems of Risk management and Internal 
control. 

Entity was still basically in pre- 
establishment phase and therefore no 
risk assessment was performed. 


23 CAPITAL COMMITMENTS 

No capital commitments has been approved and contracted for. 

24 FINANCIAL RISK MANAGEMENT 

The activities of the company expose it to a variety of financial risks, including market risk (comprising fair 
value interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. The 
company’s overall risk management programme focuses on the unpredictability of financial markets and 
seeks to minimise potential adverse effects on the company’s financial performance. 

(a) Foreign Exchange Currency Risk 

The company does not engage in foreign currency transactions 

(b) Price risk 

The company is not exposed to price risk. 

(c) Interest Rate Risk 

As the company has significant interest-bearing liabilities, the entity's income and operating cash flows 
are substantially dependent on changes in market interest rates. 

The company analyses its potential exposure to interest rate changes on a continuous basis. Different 
scenarios are simulated which include refinancing, renewal of current positions, alternative financing 
and hedging. Based on these scenarios, the entity calculates the impact that a change in interest rates 
will have on the surplus/deficit for the year. These scenarios are only simulated for liabilities which 
constitute the majority of interest bearing liabilities. 

The company did not hedge against any interest rate risks during the current year 

The potential impact on the entity's surplus/deficit for the year due to changes in interest rates were as 
follow: 

1% (2010 - 0.5%) Increase in interest rates 19 273 

0.5% (2010 - 0.5%) Decrease in interest rates (9 637) 


11 093 
(11 093) 
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24 FINANCIAL RISK MANAGEMENT (CONTINUED) 

(d) Credit Risk 

Credit risk is the risk that a counter party to a financial or non-financial asset will fail to discharge an 
obligation and cause the company to incur a financial loss. 

Credit risk consist mainly of cash deposits, cash equivalents, trade and other receivables and unpaid 
conditional grants and subsidies. 

No receivables are pledged as security for financial liabilities. 

Due to the short term nature of receivables the carrying value disclosed in note and 8 of the financial 
statements is an approximation of its fair value. Interest on overdue balances are included at prime 
lending rate plus 1% where applicable. 

The entity only deposits cash with major banks with high quality credit standing. No cash and cash 
equivalents were pledged as security for financial liabilities and no restrictions were placed on the use 
of any cash and cash equivalents for the period under review. Although the credit risk pertaining to 
cash and cash equivalents are considered to be low, the maximum exposure are disclosed below. 


The risk pertaining to unpaid conditional grants and subsidies are considered to be very low. Amounts 
are receivable from national and provincial government and there are no expectation of counter party 
default. 


2012 2011 

R R 

Financial assets exposed to credit risk at year end are as follows 

Receivables from non-exchange transactions 210 198 553 197 

Cash and Cash Equivalents 1 927 932 2 219 811 

2 138 130 2 773 007 


(e) Liquidity Risk 

Prudent liquidity risk management implies maintaining sufficient cash, the availability of funding through 
an adequate amount of committed credit facilities. Due to the dynamic nature of the underlying 
business, the treasury maintains flexibility in funding by maintaining availability under credit lines. 


The entity's risk to liquidity is a result of the funds available to cover future commitments. The entity 
manages liquidity risk through an ongoing review of future commitments and credit facilities. 


2012 2011 

R R 

25 FINANCIAL INSTRUMENTS 


In accordance with GRAP 104 the financial instruments of the company are classified as follows: 



Financial Assets 

Classification 



Receivables 




Receivables from exchange transactions 
Receivables from non-exchange transactions 

Financial instruments at amortised cost 

Financial instruments at amortised cost 

210 198 

553 197 

Bank Balances and Cash 

Bank Balances 

Cash Floats and Advances 

Financial instruments at amortised cost 

Financial instruments at amortised cost 

1 927 344 

589 

2 218 550 

1 261 



2 138 130 

2 773 007 

SUMMARY OF FINANCIAL ASSETS 




Financial instruments at amortised cost 


2 138 130 

2 773 007 

At amortised cost 


2 138 130 

2 773 007 
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25 FINANCIAL INSTRUMENTS (CONTINUED) 

25.2 Financial Liability Classification 

Payables from exchange transactions 

Other Financial instruments at amortised cost 

Other Payables 

Government Subsidies and Grants Financial instruments at amortised cost 


SUMMARY OF FINANCIAL LIABILITY 

Financial instruments at amortised cost 


26 EVENTS AFTER THE REPORTING DATE 

The council of the parent resolved to wind-up the company. 

27 IN-KIND DONATIONS AND ASSISTANCE 

The company received services from its holding entity for no consideration. 

28 PRIVATE PUBLIC PARTNERSHIPS 

The company has not entered into any private public partnerships during the financial year. 

29 CONTINGENT LIABILITY 
None 

30 RELATED PARTIES 


2012 

2011 

R 

R 

- 

14 120 

1 673 456 

2 019 109 

1 673 456 

2 033 229 

1 673 456 

2 033 229 


30.1 Related Party Loans 

None 

30.2 Compensation of key management personnel 

The compensation of key management personnel is set out in note 12 to the Annual Financial Statements 

30.3 Other related party transactions 

The following purchases were made during the year where key management or staff have an interest 
None 

31 FINANCIAL SUSTAINABILITY 

The indicators or conditions that may, individually or collectively, cast significant doubt about the going 
concern assumption are as follows: 

Financial Indicators 

The company has made a loss for the year under review 
The holding municipality has decided to wind-up the company 
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